86TH CoNGRESS } HOUSE OF REPRESENTATIVES {' | Reporr 
1st Session No. 192 


AUTHORIZING AN INCREASE IN THE AMOUNT OF RE- 
ADJUSTMENT PAY PAYABLE TO RESERVE PERSONNEL 
INVOLUNTARILY RELEASED FROM ACTIVE DUTY 


Marce# 10, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Rivers of South Carolina, from the Committee on Armed 
Services, submitted the following 


REPORT 


[To accompany H.R. 5132] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 5132) to amend title 10, United States Code, with respect to 
active duty agreements for reserve officers, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The proposed legislation has two main objectives: first, to raise the 
critically low rate of retention of Reserve officers beyond their obli- 
gated tours of active duty with the Armed Forces; and second, to 
provide for more equitable treatment of those Reserve officers who 
supplement the Regular corps but who may not be continued on 
active service long enough to be entitled to retirement. These objec- 
tives will be realized by providing a substantial increase in the amount 
of readjustment pay made payable to Reserve officers involuntarily 
relent to inactive duty. 


BACKGROUND 


The proposed legislation is the result of extensive hearings con- 
ducted by the Committee on Armed Services in connection with the 
Department of Defense proposal, H.R. 3369. This legislative pro- 
posal recommended by the Department of Defense was based in part 
on the recommendations of the Advisory Committee on Professional 
and Technical Compensation, more commonly referred to as the 
Cordiner Committee, under the chairmanship of Mr. Ralph J. 
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Cordiner, president of General Electric Co. The recommendations 
of the Cordiner Committee in respect to the Regular Establishment 
were implemented by the 85th Congress in Public Law 422, popularly 
known as the Military Pay Act. Because of the complexity of the 
problem which involved a general revision of the military pay structure 
those portions of the Defense and Cordiner Committee recommenda- 
tions relating to “term retention contracts” for Reserve officer per- 
sonnel were not included in the proposal as reported out by the 
Committee on Armed Services. 

However, the Committee on Armed Services advised the Depart- 
ment of Defense that it would consider the problem affecting the 
retention of Reserve officers on active duty separately and therefore 
requested that a legislative proposal incorporating the basic Cordiner 
Committee recommendations as modified by the Department of 
Defense and the Bureau of the Budget be forwarded to the Com- 
mittee on Armed Services at the earliest possible time. Unfor- 
tunately, the Department of Defense did not forward this legislative 
proposal to the Congress in a form which was generally acceptable to 
the Committee on Armed Services until late in the last session of 
Congress and therefore no action was taken in respect to it. 

Although the Department of Defense during 1958 had failed to 
submit an adequate ated proposal in connection with the general 
problem of retention of reserve officers on active duty the Committee 
on Armed Services was concerned with the possibility of a general 
reduction-in-force action which at that time appeared likely and would 
have resulted in thousands of Reserve officers being released to 
inactive duty with inadequate readjustment pay. The Committee 
on Armed Services in July 1958 therefore recommended to the Con- 
gress that it believed that Reserve officers involuntarily released from 
active duty are entitled to the same readjustment or severance pay 
as a Regular officer so released, and consequently recommended enact- 
ment of H.R. 13373 which provided an increase in the readjustment 
payment from the then existing one-half month’s basic pay to 2 
months’ basic pay. 

This recommendation was not supported by the Department of 
Defense. However, the Congress, recognizing the equities involved, 
took favorable action on it and passed H.R. 13373. However, no 
further action was taken on this legislative proposal by the other 
body. 


THE PROBLEM 


The service departments have pointed out that officer strength 
within the Department of Defense is composed of approximatel 
40 percent Regular personnel and 60 percent Reserve personnel. 
Therefore, to insure an even flow of experienced officer personnel 
throughout the lower grades of the officer structure, that is, from the 
3-year to 14-year point of service, some method must be developed 
whereby junior Reserve officers of professional competence might 
be induced to remain on active duty for periods short of a full career 
but during the time their services are critically required by the Armed 
Forces. 

Each service requires a large percentage of its total officer strength 
in the junior ranks, a traditional organization pattern dictated by 
operational and administrative experience. This pattern, however, 
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does not permit a significant number of Reserve officers who are 
needed for relatively short careers to qualify for retirement. 

After the Reserve officer completes his obligated service he is con- 
tinuously subject to involuntary release. In the event of such re- 
lease the only compensation he would receive would be from the 
Readjustment Pay Act of 1956 which provides that for those officers 
involuntarily released after extended active duty in excess of 5 years, 
a readjustment payment amounting to one-half month’s basic pay 
for ach completed year of active duty. Unfortunately, this amount 
of readjustment pay has proven inadequate to eliminate the high de- 
gree of insecurity now felt by Reserve officers on active duty. 

During hearings on this aspect of the problem witnesses for the 
Department of Defense emphasized the magnitude of the problem by 
citing the fact that junior officer turnover (input plus losses) approxi- 
mates 90,000 annually. This figure, when contrasted to the total 
number of officers on active duty, which is presently less than 325,000 
indicates the tremendous and constant effort necessary to insure the 
availability of trained and experienced officer personnel in the lower 
grades. 


Nov. 30, 1968, distribution of Regular and Reserve officer personnel on active duty by 
grade 


| 
Total DOD 


Number in grade Percent in grade 


General of Army 
General - _- 
Lieutenant general 
Major general | 1.146 
Brigadier general . 
Colonel.... 14, 046 
Lieutenant Colonel 30, 501 
FRE aretisb pads 3 dB 4 dtithetiindegennan 52, 306 
Captain 89, 455 
Ist lieutenant . 77, 531 
2d lieutenant... 36, 467 
Chief W-4__.-. 2, 544 
Chief W-3_._- 4, 151 
Warrant W-2 anes 11, 270 
3, 339 


322, 881 | 


Nore.—(1) Reserve figures as of Sept. 30, 1958; Regular figures as of Nov. 30, 1958. 
(2) The critical area for retention of Reserve officers is the 3- to 14-year period of service which roughly 
approximates the area between the grades of Ist lieutenant to major. 


Approximately 40,000 young officers complete their obligated 
service each year. The Department of Defense has estimated it re- 
quires a minimum of 15,000 of these officers to remain on active duty 
beyond their obligated service to meet the annual needs of the Armed 
Forces. However, during the last year only 10,000 of this group of 
40,000 indicated a desire to remain on active duty. Because of the 
critical need for the services of these officers the Armed Forces ac- 
cepted almost all of this group of 10,000 officers and therefore were 
precluded from exercising any degree of selectivity in respect to the 
quality of the individual Reserve officers retained. It is, therefore, 
evident that a continuation of this downward spiral in the number, 
experience, and quality level of junior Reserve officers on extended 
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active duty with the Armed Forces can only result in unacceptable 
reduction in the overall combat effectiveness of our Armed Forces. 

Another significant consideration relating to the high rate of turn- 
over in junior Reserve officer personnel is the factor of training costs. 
For example, it is estimated that a newly acquired military pilot 
represents an investment ranging from a minimum of $80,000 to a 
maximum of $120,000. Therefore, if 1,000 Reserve officer pilots 
who would otherwise leave the Armed Forces upon completion of their 
obligated service, were induced to extend their period of active duty 
another 6 years, it would reduce significantly the requirement for 
training new pilots, with the consequent savings in training costs. 

In addition to training costs, a reduction in the turnover of junior 
Reserve officers would create significant savings in transportation 
costs necessarily incurred in the processing of junior Reserve officers 
on entrance to and separation from active duty. Also it should be 
noted that in the event a Reserve officer agrees to remain on extended 
active duty the services obtain a significant increase in the percentage 
of time that he is available for operational purposes as distinguished 
from training and processing time. 

The second problem is one not unrelated to the first. That is to 
provide more equitable treatment of those Reserve officers who sup- 
ae the Regular corps but who may not, for one reason or other, 

e continued on active duty long enough to be entitled to retirement. 
Because of the questionable “career” status of senior Reserve officers 
the average junior Reserve officer, regardless of his motivation and 
desire to continue on active duty has been forced by prudent judgment 
not to permit himself to remain on active duty beyond his obligated 
service. 

Although the Congress, under the terms of Public Law 676 of the 
84th Congress, did, as previously mentioned, provide a lump-sum 
readjustment payment for Reserve officers involuntarily released to 
inactive duty, the provisions of this law have admittedly proven 
inadequate to provide sufficient inducement for junior Reserve officers 
to continue on active duty. In this connection it should be noted 
that a Regular officer who is not permitted to continue on to retire- 
ment is — 2 months’ basic pay for each year of active duty, 
whereas his Reserve counterpart receives only one-half month’s basic 
pay for each year of active duty served. 


DEPARTMENT OF DEFENSE PROPOSAL 


The Department of Defense had submitted to the Congress a legis- 
lative proposal which incorporated the basic recommendations of the 
Cordiner Committee and was designed to correct the problems con- 
fronting Reserve officers on extended active duty. The bill submitted 
by the Department of Defense (H.R. 3369) was referred to the Com- 
mittee on Armed Services. Subcommittee No. 3 of the Committee 
on Armed Services conducted extensive hearings on H.R. 3369, the 
principal provisions of which would— 

(1) require that in the future all Reserve officers on active 
duty after the first 2 years of commissioned service be provided 
a contract specifying a period of mutually agreeable extended 
active duty; 
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(2) if the contract were completed by the Reserve officer and 
he had been released to inactive duty, provide him with a bonus 
of 2 months’ basic pay for each year served under that contract 
whether he was released involuntarily or not; 

(3) provide that if a Reserve officer were released prior to the 
expiration of his contract period he would receive 1 month’s pay 
and allowances for each year of the uncompleted contract in 
addition to the 2 months’ basic pay for each year he had actually 
served under the contract; 

(4) provide that for those Reserve officers presently on active 
duty with active service in excess of 10 years that upon involun- 
tary release of such officers severance pay would be payable 
amounting to one-half month’s basic pay for each of the first 
10 years of active duty and 2 months’ basic pay for each year of 
active duty in excess of 10 years, and finally; 

(5) the bill would also require that upon completion of 14 
years of active duty by a Reserve officer, the service concerned 
would take one of the following courses of action: 

(a) augment the officer into the regular service; 

(b) provide the officer with a contract which will enable 
him to complete the additional service necessary to permit 
him to retire voluntarily with 20 years of service; or 

(c) release him to inactive duty with appropriate readjust- 
ment pay computed as previously indicated. 

At the time of submission of the proposal, the Department of 
Defense indicated the following estimated costs of the proposal: 
Fiscal year 1959 
Fiscal year 1960 
Fiscal year 1961 


Fiscal year 1962 
Fiscal year 1963 


Contrast between present and proposed lump-sum readjustment payments 


Basic pay Present Proposed 
(monthly) payment payment 


Ensign (O-1) 
Lieutenan' ks $8, 
do. a 
13, 
() 
4 Normally carried to retirement. 
COMMITTEE CHANGES TO THE DEFENSE BILL 


Although the bill as originally recommended by the Department of 
Defense appeared to be basically sound it did possess several weak- 
nesses which the Committee on Armed Services resolved. These 
significant changes were as follows: 

(1) The bill failed to address itself to the possibility of a Reserve 
officer remaining on active duty beyond the 20-year period. Although 
the Department of Defense witnesses indicated that the bill was not 
to be construed as a prohibition against retaining a Reserve officer on 
active duty beyond the 20-year period they agreed that language 
should be inserted to clearly indicate this possibility. The bill was 
changed accordingly. 
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(2) The bill provides a grace period of 1 year for implementation. 
The committee recognized the administrative difficulties involved in 
initiating a contract program to allow Reserve officers to remain on 
active duty and therefore did not consider this unreasonable. How- 
ever, since no provision was made for those officers presently on active 
duty who will on the date of enactment of the bill complete 14 years 
of active duty, the point in service at which the service department 
must resolve a reservist’s future, the committee felt that these indi- 
viduals should be protected from the possibility of a general reduction- 
in-force action. Accordingly the committee prepared an amendment 
to the bill which would provide all such individuals with a construc- 
tive contract of such duration to permit them to go on to retirement. 
It should be noted, however, that this action does not force the 
Armed Services to retain these officers on active duty but does provide 
the Reserve officer with the protection afforded by a written contract. 

In this connection the Department of Defense witnesses stressed 
the fact that at the present time there are no plans for a reduction-in- 
force of Reserve personnel for now or the foreseeable future. Witnesses 
for both the Departments of the Army and Air Force indicated that 
as a matter of departmental policy the bulk of their Reserve officer 
personnel will be provided an opportunity to continue on to retirement. 
On the other hand, the witness for the Department of the Navy 
indicated that because of the unusually high percentage of regular 
officers in the higher grades in the Navy it was contemplated that 
approximately one-half of the 1,200 officers presently in the 14- to 18- 
year group would possibly not be given an opportunity to continue 
on to retirement. In view of these assurances the Committee on 
Armed Services will scrutinize most carefully further Defense and 
individual service policies in respect to involuntary release of Reserve 
officers, and the committee therefore wishes to emphasize that H.R. 
5132 is in no way intended to provide the service departments with a 
statutory vehicle to effect a major reduction-in-force for Reserve 
personnel. 

(3) The bill as written addressed itself to commissioned officers. 
The Committee on Armed Services felt that this bill should not be 
discriminatory and should also apply to warrant officers. Accordingly, 
the Committee on Armed Services effected the necessary changes to 
accomplish this purpose. 

(4) The Department bill provided that an officer, who once having 
completed a contract of any duration, would be entitled thereafter to 
voluntarily leave the service and benefit by being able to collect 
readjustment pay from the inception of his active service. This 
would be true after the effective date of the act for all officers who 
complete a contract agreement and included those officers who might 
have completed 14 years or more of service. The committee believes 
this particular feature might be an inducement fort he trained, 
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seasoned officer, whose services were critically necessary to the Armed 
Forces, to request voluntary release from active duty to permit him to 


in 
yn take advantage of the large readjustment payment available to him. 
v= The committee felt that in such a case the service needs should prevail 
ve and if this officer were offered the contract to continue beyond the 
rs 14-year period and he refused to accept such a contract he should be 
nt — penalized by not being given readjustment pay. However, the com- 
li- mittee also felt that there might be instances where an officer because 
n- of good and sufficient reason, such as extreme personal hardship or 
nt = family difficulties should not be penalized under this rule. There- 
c= fore, the committee further amended this section of the bill to provide 
it. that under such regulations as may be prescribed by the Secretary 
he — of Defense exceptions may be made for the officer with over 14 years 
de of service leaving the service voluntarily to permit him entitlement 
st. | to readjustment pay. 
ed (5) The committee also found that the language of the Defense 
n- Department bill was difficult to understand and accordingly large 
es portions of the bill had been rewritten. 
at (6) The committee felt that the bill should properly be given a 
er title and accordingly the bill has been named the Reserve Officer’s 
at. Incentive Act of 1959. 
vy (7) Under the terms of the Defense bill, individuals who may be 
lar awarded retired pay subsequent to their receipt of readjustment pay 
at would be required to repay such readjustment pay as deductions 
| 8- from their monthly retired pay. The committee felt that title III 
ue retirees (reservists at age 60) should be exempted from this require- 
on ment since any effort made to recoup such readjustment pay from 
nd this group would, in addition to being difficult to administer, be in- 
ve equitable since the recoupment feature would not affect those not 
R. [ultimately awarded the benefits of title III retirement at age 60. 
1a Thus, this provision would for practical purposes treat the readjust- 
ve ment payment as a loan payable at age 60, a point in time when 
such individuals could least afford such payment. The bill was there- 
rs. | fore amended to exclude from the repayment requirement reservists 
be — who may become eligible for modest retirement benefits at age 60, 
ly, §- After incorporating the foregoing changes to H.R. 3369, the Com- 
to mittee on Armed Services agreed to draft a clean bill in lieu of amend- 
ing H.R. 3369 and accordingly reported the subject matter of this 
ng | legislative proposal as H.R. 5132. 
to 
ct of COST AND BUDGET DATA 
- Although the Department of Defense had submitted cost estimates 
yht | im respect to H.R. 3369, as indicated in the departmental letter con- 
reg | tained elsewhere in this report, the Committee on Armed Services 
ed, | during hearings on the proposal requested that the Department re- 


view its cost estimates for the purpose of correcting any errors which 
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may have occurred. Accordingly the Department of Defense sub- 
mitted the following revised cost estimates for the proposal: 






Planned readjustment payments under H.R. 3369, 86th Cong., fiscal year 1960-63 

















Marine 
Corps ! 


Army 





Navy Air Force 









Fiscal year: 





een WOP"ED... .5 oaconcnsndsducbecsesennns 0 0 1 0 
Lieutenant colonel/commander (O-5).........-...-- 0 0 5 30 
Major/lieutenant commander (O-4)..............-- 0 0 32 36 
Captain/lieutenant (O-3)__-.......................-- 0 0 91 156 
Ist lieutenant/lieutenant (jg.) (O-2)..--..-........-- 0 0 158 378 

ak iad it diated eee ‘neubidetnntindieiiil OH Bn eddsa $1, 100, 000 $1, 953, 000 





Colonel/captain (0-6)..........-------eceesee-eaee- 0 


























0 1 0 
Lieutenant colonel/commander (O-5).............-- 0 0 0 15 
Major/lieutenant commander (O-4)..............-- 180 0 10 46 
Captain/lieutenant (O-3)-_................-..--....-- 87 0 141 196 
Ist lieutenant/lieutenant (jg.) (O-2).....-.......--- 0 0 58 2, 181 














Gen i 3-c wakccncechinoncnalcnaumienceaammiee 7, Ge ee b...-.-.0-- $1,016,000 | $5, 059, 000 

Fiscal year 1962: 
Colonel/captain (O-6)......................-------- 0 0 0 0 
Lieutenant colonel/ecommander (O-5)..-........-..- 0 2 1 5 
Major/lieutenant commander (O-4)-.............-- 162 276 4 40 
Captain/lieutenant (O-3)—........................-- 76 0 150 191 
Ist lieutenant/lieutenant (jg.) (O-2)..--.--..------- 0 0 92 1,975 


a b $1, 266, 000 $5, 713, 000 
Fiscal year 1963: Fs bo 











Colonel/captain TROIS « cneastibiiiantentiene numenbhiieced 0 0 0 0 
Lieutenant colonel/commander (O-5)--..----------- 0 2 0 0 
Major/lieutenant commander (O-4).-...........---- 154 338 0 41 
CR TREEREDETO-O)_.. ..n. nasencevouneceosece 103 55 81 195 
Ist lieutenant/lieutenant (jg.) (O-2)..--....-------- 0 0 136 2, 125 

eb Sab iit abel acbbiecdsdebamebtdiibien $1, 412, 000 | $2, 777, 000 $1, 074, 000 | $7, 246, 000 





1 Revised to a gross basis, as are all other services. 






In connection with determining the cost implications of the proposal 
the Department of Defense submitted information concerning the 
number of Reserve officer personnel presently on active duty. This 
information is as follows: 


Reserve officer personnel on active duty by rank Sept. 30, 1958 






Total, 
Depart- | Army Navy | Marine Air 
ment of Corps Force 






Major general/rear admiral. .............-2-2---<-- 


Ge: 5: 5.440nsdsenahetemmiokadapensone ele 1 
Colonel/captain_.._-.- abidtinibididisdtitine dati’ 849 331 142 3 373 
Lieutenant colonel/commander Leeitocepaiineaslaedectuaianemabind 7, 924 4, 276 1,043 29 2, 576 
Major/lieutenant commander.....................-.- 23, 280 9, 658 2, 121 83 11, 418 
Captain/lieutenant..-..... ehiiniebeanees 54, 064 20, 716 4,449 317 28, 582 
Ist lientenant/lieutenant (junior grade). Snieicuipaelnniesiia 56, 901 13, 092 10, 464 2, 095 31, 250 
EEE TR 30, 935 10, 361 7, 233 2, 802 10, 539 
og en 447 399 5 13 30 
Cietet wartent tee? W6.. ..ccoconcoccccoccenccecccce 1,612 1, 425 3 19 165 
oS OSS eee 7,493 CU Bnesseesoen 2 1,009 





WE Wee cvcninsictciionsmntnmnnnpinimee 1, 244 










Isigtee, | 1a 
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In connection with the committee’s desire to protect officers 
presently on active duty who will, on the effective date of this act, 
complete in excess of 14 years of active duty, the committee requested 
information as to the number of individuals so situated. The Depart- 
ment of Defense in accordance with this request submitted the 
following information: 


NumBErRS OF RESERVE OFFICERS AFFECTED BY PROVISION PROVIDING A 
“ConstrucTIvE ContTracT’ For THose Havine 1n Excess or 14 YEARS’ 
Service ON EFFEcTIVE Date or THE AcT 


Distribution of Reserve officers on active duty by years of active service 


Service | 14 to 18 19 to 20! Total, 14to 20 


200 8, 000 

ry 200 1, 200 
SEO COIR. a cnnccnnaceconducssbigedsntvnhekienstnsnadas 8 20 100 
Air Force. 7 2, 300 21, 000 


2, 720 30, 300 


1 Officers who have in excess of 18 years of active service are protected by statute and cannot be involun- 
tarily released to inactive duty short of retirement. 


Note.—Since both the Army and Air Force witnesses indicated that the majority of the officers in these 
year groups would be allowed to go on to 20-year retirement, and since the Navy had indicated its intention 
of offering contracts to approximately 600 of its officers—the actual number of officers who will probably be 
released prior to retirement will be small. 


Source: Office of the Secretary of Defense (Manpower, Personnel, and Reserve), date, Mar. 9, 1959. 


On the basis of the foregoing information submitted in connection 
with H.R. 3369 and since H.R. 5132 does not incorporate any sig- 
nificant changes to the basic elements contained in H.R. 3369 the 
Committee on Armed Services is of the opinion that enactment of 
H.R. 5132 will not result in any significant cost increase over that 
originally estimated by the Department of Defense in connection with 
H.R. 3369. 

COMMITTEE RECOMMENDATIONS 


A quorum being present, the committee favorably reported the bill 
unanimously. 
DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense has not indicated its position in respect 
to H.R. 5132. However, since H.R. 5132 incorporates the major 
recommendations of the Department of Defense as provided in its 
legislative proposal on this subject, a copy of the departmental letter 
recommending enactment of this proposal follows: 


Tue Secretary OF DEFENSE, 
Washington, December 11, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is enclosed a draft of proposed legisla- 
tion to amend title 10, United States Code, with respect to active duty 
agreements for Reserve officers, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1959 inf the Bureau of the Budget has advised that 
there is no objection to its submission for the consideration of the 
Congress. It is recommended that this proposal be enacted by the 
Congress. 
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Purpose of the legislation 

The purpose of the proposed legislation is to provide an improved 
status for Reserve officers on active duty with the Armed Forces. 
This legislation is required to raise the critically low rate of retention 
of Reserve officers beyond their obligated tours of duty. The prin- 
cipal features of this proposal are: 

(1) It makes contracts mandatory rather than permissive for Re- 
serve officers on active duty after the first 2 years of commissioned 
service, but eliminates the present one-half month pay for these first 
2 years. 

(2) If he completes a contract, a Reserve officer would receive 
2 months’ basic pay for each year served under that contract, whether 
he is released involuntarily or not. Under present law he received 
one-half of 1 month’s basic pay for each year served, but receives 
nothing if he leaves the service at his own request. 

(3) If the Reserve officer, while rendering satisfactory service, is 
involuntarily released during the term of the contract, he would, 
under this proposal, be paid 2 months’ basic pay for each year that 
he has served under contract. In addition, he would receive 1 
month’s basic pay and allowances for each year of the uncompleted 
contract. Under the present law if he is involuntarily released during 
the term of a contract, he can receive only one-half of 1 month’s basic 
pay for each year served, or 1 month’s basic pay and allowances for 
each year of the uncompleted contract, but not both. 

(4) As a transitional measure for those presently on duty who 
would be eligible for a contract under this proposal and who may be 
separated involuntarily, the bill would provide more equitable treat- 
ment for those who have served on active duty for more than 10 
years by increasing the present rate from one-half of 1 month’s basic 
a year to 2 months’ basic pay per year beyond the 10-year 
mark, 

(5) Finally, this proposal would provide that if a Reserve officer 
has rendered satisfactory active commissioned service for a period of 
14 years, he will either be given a Regular commission, be released 
from active duty with appropriate readjustment pay or given a 
contract that will carry him to retirement eligibility. Such a Reserve 
officer who has served 12 years under contract would, if released, 
receive the equivalent of 2 years’ basic pay as would a regular officer 
with 14 years of service if involuntarily released. 

The enactment of this legislation would result in: 

(1) Greater security for Reserve officers. 
(2) Reduced procurement, training and separation costs. 
(3) Improved efficiency in the junior officer ranks, 


Cost of legislation 
ae i Le a oe adhthn senda cde oeues $137, 000 
Fiscal year 1960 
Fiscal year 1961 
Fiscal year 1962 
Fiscal year 1963 


These figures are the estimated gross costs for the fiscal years 
indicated. It is not feasible to develop net costs due to the intangi- 
bles involved in reduced turnover and increased efficiency. 

Sincerely yours, 
Donatp A, QUARLES, 








SS rs Fl 


er 


3. 
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SECTIONAL ANALYSIS 


Section 1 refers to the act as the Reserve Officers’ Incentive Act of 
1959. 

Section 2 amends section 679 of title 10, United States Code. 

Subsection (a) provides that a Reserve officer (which term through- 
out the act includes warrant officers as well as commissioned officers) 
must be given a standard active duty agreement by the Secretary 
concerned before he may be ordered to active duty (other than for 
training) with his consent for a period of 3 months or more, or before 
he may be retained on active duty with his consent for such a period. 
Each agreement must require the Reserve officer to serve on active 
duty for a period up to, but not more than, 6 years in accordance 
with what the Secretary considers to be the needs of the service con- 
cerned. However, agreements will not be made in time of war or 
national emergency and those agreements that are already in effect, 
terminate automatically at the beginning of a war or emergency. 

Subsection (b) provides that aienusions (a) does not apply in the 
following cases: 

(1)-(3) To physicians, dentists and veterinarians. 

(4) To an ofiicer who has not completed 2 years of active duty 
as an oflicer. Spe c uf ically contemplated in this exception are the 
initial 2 years of o! ligate d service required of young officers. 
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(5) To an officer who is hx spit alized, is under investigation, or 
against whom court-martial or board proceedings are pending. 

(6) To any others who is witeiliel by the Secretary of 
Defense or the Secretary concerned to serve on active duty in 
connection with a spec ‘ial project or assignment to serve on a 
special board. ‘This exception is subject. to such policies as the 
Secretary of Defense may prescribe. This w ill insure strict con- 
a of these special assignments. 

) To any officer of the Coast Guard, when it is not operating 
as a service in the Navy, who is authorized by the Secretary of the 
Treasury to serve on active duty in connection with a special 
project or assignment, or to serve on a board 

(8) To an officer who has completed at least 20 years ofservice 

and is thus qualified for retirement pay. 

Despite the fourth exception, a Reserve officer who has not completed 
his 2 years of active obligated duty as an officer may be given an agree- 
ment for a period of at least 1 year be; zinning at the ¢ -ompletion of his 
first 2 years of service as an oflicer. This provision is included to 
enable the services to find promising young officers for additional 
duty even before their obligated tour is completed. 

Subsection (c) provides that no agreement may be made with an officer 
who has completed less than 14 years of active service if the agreement 
would expire after the ofiicer has completed 14 years of such service. 
(This provision is related to the requirements of subsec. (d) below.) 

Subsection (c) further provides that no agreement may be made for 
a ts that is less than 1 year except— 

(1) with an officer who has completed 13, but not more than 
14 years of active service as an officer, or 

(2) with an officer for whom an agreement of less than 1 year 
is necessary to permit him to complete the minimum service 
required for retirement. 
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Subsection (d) requires that, except in time of war or national emer- 
gency, every Reserve officer who has completed 14 years of service as 
an officer must be— 

(1) released from active duty, or 

(2) appointed as a Regular officer, or 

(3) given an active duty agreement extending his service to 
either the date of eligibility for retirement or the date on which 
he must be relieved from active duty by virtue of being overage 
in grade, whichever is the sooner. (The fact that an individual 
must have a contract of at least 6 years’ duration once he has 
completed 14 years of active service if he is to be continued on 
active duty does not guarantee such an officer that he will be 
retained on active duty for the full term of the contract. It is 
possible, depending upon the needs of the services, that the con- 
tract may be breached by the Government.) 

Subsection (e) provides that agreements shall be subject to such 
policies, procedures and controls as the Secretary of Defense may 
prescribe for the Armed Forces, or by the Secretary of the Treasury 
for the Coast Guard when the latter is not operating as a service in 
the Navy. The policies prescribed by the two Secretaries are to be 
as uniform as is practicable. 

Subsection (f) provides that officers whose agreements are auto- 
matically terminated at the beginning of a war or national emergency 
pursuant to subsection (a) may be kept on active duty without their 
consent. 

Section 8 amends section 680(b) of title 10, United States Code, 
which provides for “breach of contract” compensation for the Re- 
serve officer who is released involuntarily before the expiration of his 
agreement. The amendment excepts from the right to receive such 
compensation those Reserve officers who are discharged for failure to 
meet prescribed efficiency standards. 

Section 4 amends section 265 of the Armed Forces Reserve Act of 
1952 (50 U.S.C. 1016) as follows: 

(1) An officer or enlisted reservist who is involuntarily released 
from active duty or not permitted to reenlist after having served at 
least 5 years of continuous active duty (except for breaks of not more 
than 30 days) is entitled to readjustment payment in the amount of 
one-half of 1 month’s basic pay in the grade held at the time of release 
for each of the first 10 years of active service and 2 months’ basic 
pay for each succeeding years of active service through the 18th year 
except that those who are discharged for failure to meet efficiency 
standards shall be paid only one-half of 1 month’s basic pay in the 
grade held at the time of discharge for each year of active service 
through the 18th year. However, for those Reserve officers who 
come within any one of the three following categories the general rule 
summarized above is modified as follows: 

(1) The first category includes officers who have completed at 
least one agreement and who have performed satisfactorily. 
For the years of service under an agreement (except for the 
years of an agreement from which they are released at their own 
request) these officers are entitled to 2 months’ basic pay, for 
each such year. For all other years they are entitled to pay 
at the rates prescribed in the general rule above. 
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(2) The second category includes officers who have never 
had an agreement and who have performed satisfactorily. These 
officers are entitled to 2 months’ basic pay for each year of active 
service as officers served after June 30, 1959 (except for the first 
2 years of obligated service as officers) and to pay at the rates 
prescribed in the general rule above for all other years of active 
service. 

(3) The third category includes officers who are discharged for 
failure to meet efficiency standards. These officers are entitled 
to 2 months’ basic pay for each year of service under agreements 
that are satisfactorily performed and completed, 1 month’s basic 
pay for each year served under agreements during which they are 
discharged for failure to meet efficiency standards and to one-half 
of 1 month’s basic pay for all other years of active service through 
the 18th year. 

Regardless of the foregoing criteria for determining the amount of 
readjustment pay, no one may, be paid more than a total of 2 years’ 
basic pay in the grade held at the time of release. This provision 
imposes an overall ceiling on readjustment pay. 

(2) Those who request release Dass active duty for their own con- 
venience shall not be entitled to receive any readjustment pay except: 

(1) an officer who has less than 14 years of active service and 
who has completed an agreement, and 

(2) an officer who has 14 or more years of active service, has 
completed an agreement and has been released upon the approval 
of the Secretary of Defense because of personal hardship. (This 
latter includes persons who have 14 years or more of active service 
and who have been given a contract by operation of law on the 
date of passage of the act.) 

The officers within the two specified exceptions shall be entitled to all 
the readjustment pay hereinbefore provided for those released 
involuntarily. 

(3) This amendment permits the payment to any one who is re- 
leased without his consent before the end of an active duty agreement 
term of the so-called breach of contract compensation in addition to 
readjustment payments. However, this amendment does not change 
the requirement that the serviceman who is otherwise released must 
elect to receive either severance pay or readjustment pay. 

(4) This amendment permits the later recovery of readjustment pay 
out of any retired pay (except that which is received after age 60 for 
20 years of active and/or inactive duty) or disability pay received from 
the Veterans’ Administration in an amount sufficient to recover during 
the life expectancy of the officers that part of the readjustment pay 
that is based on service performed after June 30, 1959. The deduction 
in any 1 month may not be more than 25 percent of the officer’s 
monthly compensation. However, in lieu of such a deduction an 
officer may elect to have eliminated from the years of service with 
which he would otherwise have been credited in determining the 
amount of his retired pay all periods for which he received readjust- 
ment payments. 

(5) This repeals subsections (e) and (h) of section 265 of the Armed 
Forces Reserve Act of 1952. Subsection (e) makes the “breach of 
contract” compensation provided for by title 10 United States Code, 
section 680(b) and readjustment pay alternate forms of lump sum 
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payments to reserve officers. The repeal of this subsection makes 
the two pays additive. 

Subsection (h) spells out one meaning of the term “involuntary 
release.”” However, since this term no longer appears in amended 
section 265 of Armed Forces Reserve Act , the subsection is deleted as 
being wholly superfluous now. 

Section 5 provides that active duty agreements do not have to be 
made with those Reserve officers who, on the date this act becomes 
law, are already serving under preexisting agreements. But as soon 
as such old agreements expire, these officers must be given new agree- 
ments pursuant to the terms of this act if they are retained on active 
duty as Reserve officers. 

Section 6 makes permissive, rather than mandatory, during the 
l-year period following enactment of this act: 

(1) the granting of active duty agreements; and 
(2) the minimum limitation of agreements to 1 year in duration 
(thus permitting shorter terms during the interim period); and 
(3) the limiting of agreements with officers who have completed 
less than 14 years so that the agreements will not expire after 
they have completed 1 4 years. 
This l-ve ar grace period is des 1g ned to enable the services to o1 
the administrative machinery that will be necessary to effect the 


+ 


° I . 1 . > y 
require menes Ol the act. ee In the case of a Reserve OTL 


serving on active duty (other than for training) on the effective da 
of this act and who 
is determined to be qualific d by the Ss creti ry concer! 
has completed at least 14 but less than 18 years of a 


as an offic OL « 
) is otherwise elicible for a contract as provided by 
679 of title 10, U ye States Code as amended by this ¢ 
(7) does not decline to serve under a contract if tende 
(e) is not tendered an appointment as a regular officer 
armed force concerned; 
shs all, for the purposes of this act be considered to have ac¢ epte 1 and 
to be serving under a contract of such duration to enable him to 
complete the active service necessary to qualify him for voluntary 
retirement from the armed force concerned. 

This particular provision is designed to insure that all 
this categorv will be provided a “constructive contract” immed 
upon the effective date of the act. The contract will not only be 
deemed effective during the one year grace period allowed for inyple- 
mentation of the act but will also remain effective thereafter subj 
however to the same conditions hat normally will apply to wri 
contracts of the same type. The intent therefore of this provisior 
in ne to Reserve officers in the 14- to 18-ve ar group is to assure 
that all officers in this category will be given the prog equivalent 
to that of a written contract t for the remainder of the period required 
to entitle them to qualifv for voluntary retirement. 

Section 7 relates to those young individuals who, before the enact- 
ment of this bill, were sent to college by the Marine Corps in con- 
sideration of their agreement to serve, upon graduation, on active 
duty as Reserve commissioned officers for a period of 3 years or more. 
To spare the corps the administrative work involved in making new 


agreements this section provides that these individuals are not 
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required to be given new agreements as otherwise required by this 
bill but shall be ~~ to be serving under such agreements, for the 
period which they formerly obli gated themselves to serve in excess 
of 2 vears. Thus for the first 2 years of active duty these Marine 
ROTC graduates would not be entitled to receive readjustment pay 
but would be so entitled for subsequent service. In this respect their 
rights are identical with those accorded to Reserve officers of the other 
services under this bill. 













CHANGES IN EXISTING LAW 












In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 







EXISTING LAW THE 





BILL 
















Title 10, United States Code That this Act may be cited as the 
“Reserve Officers’ Incentive Act 
re _ of 1959”. 

(a) To provide definite terms of | Src. 2. Section 679 of title 10, 
active duty (other than for train- United States Code, is amended 
ing) for Reserves with their con- 


sent, the Secretary concerned may 


§679. Active duty agreements 


to read as follows: 







make a standard written agree- ae Active duty agreements 
ment with any member of a reserve (a) ‘Bef fore ordering a member 


component under his jurisdiction of an armed force under his juris- 
requiring the member to serve for diction to active duty (other than 
a period of active duty (other than for training) as a reserve oflicer 
for training) of not more than five with his consent for a period of 
years. When such an agreement three months or more, or before 
expires, € new one may be made. retaining him on active duty with 
This subsection does not apply in his consent for such a period, the 
time of war declared by Congress. Secretary concerned shall make a 
b) An agreement may not be standard written agreement with 
made under subsection (a) unless that member requiring him to 
the specified period of duty is at serve for a period of active duty 
least 12 months longer than any that the Secretary considers is 
period of active duty that the necessary to meet the needs of 
member is otherwise required to that armed force, but not more 
perform. than six years. An active duty 
(c) Agreements made under sub- agreement may not be made in 
section (a) shall be uniform so far time of war, or of national emer- 
as practic ae and are subject to gency declared by Congress or 
such standards and policies as may the President after July 1, 1953, 
be prescribed by the Secretary of and an active duty agreement 
Defense for the armed forces under already in effect terminates at the 
his jurisdiction or by the Secretary beginning of a war or such an 
of the Treasury for the Coast emergency. 
Guard when the Coast Guard ji 
not operating as a service in the 


Navy. 
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EXISTING LAW 


(d) If an agreement made under 
subsection (a) expires during a 
war or during a national emer- 


gency declared by Congress or the 


resident after January 1, 1953, 
the Reserve sone may be 
kept on active duty, without his 
consent, as otherwise prescribed 
by law. 


THE BILL 


*“(b) Subsection (a) does not 
apply— 

“(1) to an officer of the § 
Medical Corps or Dental 
Corps of the Army or Navy; 

(2) to an officer of the 
Veterinary Corps of the Army; 

‘*(3) to a medical, dental, or 
veterinary officer of the Air 
Force; 

**(4) to an officer who has 
not completed at least two 
years of active duty as an 
officer; 

(5) to an officer who is 
hospitalized or under investi- 
gation, or against whom pro- 
ceedings of a court-martial or 
board of officers are pending; 

(6) to any officer author- 
ized by the Secretary of De- 
fense or the Secretary con- 
cerned subject to such policies 
as may be prescribed by the 
Secretary of Defense, to serve 
on active duty in connection 
with a special project or spe- 
cial assignment, or to serve on 
a board; 

“(7) when the Coast Guard 
is not operating as a service 
in the Navy, to any officer of 
the Coast Guard authorized 
by the Secretary of the Treas- 
ury to serve on active duty 
in connection with a special 
project or special assignment, 
or to serve on a board; or 

**(8) to an officer who has 
completed the minimum serv- 
ice required for retirement 
under section 1293, 3911, 
6323, 6327, or 8911 of this 
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EXISTING LAW THE BILL 


title, or section 232 of title 
14, as the case may be. 
Notwithstanding clause (4), a 
written agreement may be made 
at any time with a person who 
agrees to serve on active duty as 
a reserve officer for a period of 
at least one year upon completing 
his first two years of active service 
not as an officer. Such an agreement 
becomes effective on the first day 
the § after he completes those two years 
ntal of active service. 
AVY; “‘(c) Except in the case of an 
the officer who has completed at 
my; least 13, but not more than 14, 
ul, or years of active service as an officer, 
| Air and except as provided in subsec- 
tion (d), no agreement may be 
» has made under subsection (a) for a 
two period of active duty that is less 
an than one year. However, no 
active duty agreement may be 
10 is made with an officer who has 
resti- completed less than 14 years of 
pro- active service as an officer if that 
al or agreement would expire after the 
ding; officer has completed 14 years of 
thor- that service. 
 De- “‘(d) Each reserve officer who is 
con- eligible for an active duty agree- 
licies ment under subsection (a), and 
y the who has completed at least 14 
serve years of active service as an offi- 
ction cer, shall, except in time of war 
- spe- or of national emergency declared 
ve on by Congress or the President after 
July 1, 1953, be released from 
‘uard active duty unless he is appointed 
rvice as a regular officer or is offered 
cer of and accepts an active duty agree- 
rized ment under that subsection. If 
‘reas- E such an agreement is made with 
duty an officer who has not yet com- 
pecial pleted the minimum service re- 
ment, quired for retirement under sec- 
or tion 1293, 3911, 6323, 6327, or 
o has 8911 of this title, or section 232 
“serv- of title 14, as the case may be, 
»ment the agreement shall provide that 
3911, it expires on the earlier of the 
f this following dates: 
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EXISTING LAW 


§ 680. Active duty agreements: 
release from duty 
(a) Each agreement made under 


section 679(a) of this title shall 
rovide that the member may not 
e released from active duty with- 
out his consent during the period 
of the agreement— 

(1) because of a reduction 
in the actual personnel 
strength of the armed forces 
concerned, unless the release 
is in accordance with the 
recommendation of a board 
of officers appointed by an 
authority designated by the 
Secretary concerned to deter- 
mine the members to be re- 
leased from active duty under 
regulations prescribed by the 
Secretary ; or 


THE BILL 


“(1) The date on which he 
completes the minimum serv- 
ice required for retirement 
under that section. 

(2) The date on which he 
is otherwise required by law 
to be removed from an active 
status. 

“(e) Agreements made under 
this section are subject to such 
policies, procedures, and controls 
as may be prescribed by the Secre- 
tary of Defense for the armed 
forces under his jurisdiction or by 
the Secretary of the Treasury for 
the Coast Guard when the C oast 
Guard is not operating as a service 
in the Navy. The policies, pro- 
cedures, and controls prescribed 
by the Secretary of Defense and 
the Secretary of the Treasury shall 
be uniform so far as practicable, 

“(f) If an agreement made under 
this section terminates, under sub- 
section (a), at the beginning of a 
war or national emergency, the 
officer concerned may be kept on 
active duty, without his consent, 
as otherwise provided by law.” 
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EXISTING LAW 


(2) for any other reason, 
without an opportunity to be 
heard by a board of officers 
before the release, unless he 
is (A) dismissed or discharged 
under the sentence of a court- 
martial. (B) released because 
of an unexplained absence 
without leave for at least 
three months, or (C) released 
because he is convicted and 
sentenced to confinement in a 
Federal or State penitentiary 
or correctional institution and 
the sentence has become final. 

(b) A member who is released 
from active duty without his con- 
sent before the end of his agree- 
ment made under section 679(a) 
of this title is entitled to an amount 
computed by multiplying the num- 
ber of years and fractions of a 
year of his unexpired period of 
service under the agreement by 
the sum of one month’s basic pay, 
special pay, and allowances to 
which he is entitled on the day of 
his release. The amount to which 
a member is entitled under this 
subsection is in addition to any 
pay and allowances to which he 
is otherwise entitled. For the 
purposes of this subsection, a 
fraction of a month of 15 days or 
more is counted as a whole month, 
and a fraction of a month of less 
than 15 days is disregarded. This 
subsection does not apply to a 
member if he is— 

(1) released for a reason 
described in subsection (a) (2) 
(A)-(C); 

(2) released because of a 
physical disability resulting 
from his intentional miscon- 
duct or willful neglect; 

(3) eligible for retired pay 
or severance pay under 
another provision of law; 

(4) placed on a temporary 
disability retired list; or 


THE BILL 


Sec. 3. Section 680(b) of title 
10, United States Code, is 
amended by renumbering clauses 
(4) and (5) as clauses “(5)” and 
“(6)”, respectively, and by in- 
serting the following new clause 
after clause (3): 

“(4) discharged from his 
reserve appointment because 
of failure to achieve the 
standards of performance 
prescribed by the Secretary 
concerned;’’. 
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EXISTING LAW 


(5) released to accept an 
appointment, or to be en- 
listed, in a regular component 
of an armed force. 

Section 265 of the Armed Forces 
Reserve Act of 1952 (50 U.S.C. 
1016) 

Sec. 265. (a) A member of a 
reserve component who is involun- 
tarily released from active duty 
after the enactment of this section 
and after having completed imme- 
diately prior to such release at 
least five years of continuous 
active duty, except for breaks in 
service of not more than thirty 
days, as either an officer, warrant 
officer, or enlisted person, is en- 
titled to a lump-sum readjustment 
payment computed on the basis of 
one-half of one month’s basic pay 
in the grade in which he is serving 
at the time of release from active 
duty for each year of active service 
ending at the close of the eight- 
eenth year. For the purposes of 


computing the amount of readjust- 
ment payment (1) a part of a year 


that is six months of more is 
counted as a whole year, and a 
part of a year that is less than six 
months is disregarded, and (2) 
any prior period for which sever- 
ance pay has been received under 
any other provision of law shall be 
excluded. There shall be deducted 
from any lump-sum readjustment 
payment any mustering-out pay 
received under the provisions of 
the Mustering-Out Payment Act 
of 1944 or the Veterans Readjust- 
ment Assistance Act of 1952. 


THE BILL 


Sec. 4. Section 265 of the Armed 
Forces Reserve Act of 1952 (50 
U.S.C. 1016) is amended— 


(1) by striking out the first 
sentence of subsection (a) and 
inserting the following in 
place thereof: 

“Except for an officer covered by 
clause (1), (2), or (3), a member 
of a reserve component who is 
released from active duty after 
the enactment of this amended 
sentence and after having com- 
pleted immediately prior to such 
release at least five years of con- 
tinuous active duty (except for 
breaks in service of not more than 
30 days) as either a commissioned 
officer, warrant officer, or enlisted 
person, is entitled to a lump-sum 
readjustment payment computed 
on the basis of one-half of one 
month’s basic pay in the grade in 
which he is serving at the time of 
release from active duty for each 
year of active service ending at the 
close of the eighteenth year and 
(unless he is discharged from his 
reserve appointment or enlistment 
because of failure to achieve the 
standards of performance pre- 
scribed by the Secretary con- 
cerned) an additional one and 
one-half month’s basic pay in 
that grade for each year of active 
service in excess of 10 years 
ending at the close of the eight- 
eenth year. An officer who would 
otherwise be covered by the pre- 
ceding sentence and who— 

“(1) is serving under, or 
has at any time completed a 
period of service under, an 
active duty agreement under 
section 679 of title 10, United 
States Code, and is not covered 
by clause (3), is entitled to— 
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EXISTING LAW THE BILL 


‘**(A) two months’ basic 
pay for each year of 
active service as an officer 
that he served after June 
30, 1959, under each such 
agreement, except an 
agreement from which 
he is released at his own 
request; 

““(B) one-half of one 
month’s basic pay for 
each year of active serv- 
ice, ending at the close 
of the eighteenth year, 
that is not covered by 
clause (A); and 

“(C) one and one-half 
month’s basic pay for 
each year of active serv- 
ice in excess of 10 years, 
ending at the close of the 
eighteenth year, that is 
not covered by clause 
(A); 

(2) is not serving under, 
and has at no time completed 
a period of service under, but 
who is eligible for, an active 
duty agreement under that 
section, is entitled to— 

“‘(A) two months’ basic 
pay for each year of 
active service as an offi- 
cer that he served after 
the first two years of such 
service and after June 30, 
1959, while he was so 
eligible; 

“(B) one-half of one 
month’s basic pay for 
each year of active serv- 
ice, ending at the close 
of the eighteenth year, 
that is not covered by 
clause (A); and 

“(C) one and one-half 
month’s basic pay for 
each year of active serv- 
ice in excess of 10 years, 
ending at the close of the 
eighteenth year, that is 
not covered by clause 
(A); or 
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EXISTING LAW 


(b) The following persons are 
not entitled to any payments 
under this section: 

(1) A person who is released 
from active duty at his own 
request. 

(2) A person who is released 
from active duty for training. 

(3) Under regulations _pre- 
scribed by the Secretary of De- 
fense, or by the Secretary of the 
Treasury with respect to mem- 
bers of the Coast Guard when 
the Coast Guard is not operating 
as a service in the Navy, a person 
who is released from active duty 
because of moral or professional 
dereliction. 


THE BILL 


“(3) is discharged from his 
reserve appointment because 
of failure to achieve the 
standards of performance pre- 
scribed by the Secretary con- 
cerned, is entitled to— 

‘*(A) two months’ 
basic pay for each year 
of active service as an 
officer that he served 
after the first two years 
of such service and after 
June 30, 1959, under any 
agreement under that 
section that is completed 
before his discharge; 

‘*(B) one month’s 
basic pay for each such 
year under the agree- 
ment under which he is 
serving at the time of 
discharge; and 

““(C) one-half of one 
month’s basic pay for 
each year of service, end- 
ing at the close of the 
eighteenth year, that is 
not covered by clause 
(A) or (B) 

No person covered by this sub- 
section may be paid a total of 
more than two years’ basic pay in 
the grade in which he is serving at 
the time of release.’’; 

(2) by amending subsection 
(b)(1) to read as follows: 

(1) A person who is released 
from active duty at his own re- 
quest, other than an officer who 
has less than 14 years of active 
service and who has at any time 
completed an agreement under 
section 679 of title 10, United 
States Code, or any other officer 
who has completed such an agree- 
ment and whose release is ap- 
proved under regulations to be 
prescribed by the Secretary of 
Defense.”’; 
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EXISTING LAW 


(4) A person who upon release 
from active duty is immediately 
eligible for retired pay, retirement 
pay, or retainer pay based entirely 
on his military service under any 
provision of law. 

(5) A person who upon release 
from active duty is immediately 
eligible for severance pay based 
on his military service under any 
other provision of law. However, 
such a person may elect to receive 
either readjustment pay under 
this section or severance pay, but 
not both. 

(6) A person who upon release 
from active duty is eligible for 
disability compensation under 
laws administered by the Vet- 
erans’ Administration. However, 
such @ person may elect to receive 
either readjustment pay under this 
section or disability compensation 
under laws administered by the 
Veterans’ Administration, but not 
both. Election of readjustment 
pay shall not deprive a person of 
any disability compensation to 
which he may become entitled, 
on the basis of subsequent service, 
under laws administered by the 
Veterans’ Administration. 


(c) The acceptance of readjust- 
ment pay under this section shall 
not deprive a person of any retired 
pay, retirement pay, retainer pay, 
or other retirement benefits from 
the United States to which he 
would otherwise become entitled. 
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THE BILL 


(3) by amending the second 
sentence of subsection (b)(5) to 
read as follows: 

“However, such 
entitled— 

“(A) to receive readjust- 
ment pay under this section 
even though he is also en- 
titled to be paid under sec- 
tion 680 of title 10, United 
States Code; and 

“(B) with respect to sever- 
ance pay to which he is 
entitled under any provision 
of law other than section 680 
of that title, to elect either to 
receive that severance pay or 
to receive readjustment pay 
under this section, but not 
both.”; 


& person is 


(4) by amending subsection (c) 
to read as follows: 

“(c) Under regulations to be pre- 
scribed by the Secretary concerned 
or the Administrator of Veterans’ 
Affairs, as the case may be, there 
shall be deducted— 

“(1) from the monthly re- 
tired pay of an officer who has 
received readjustment pay- 
ments under the second sen- 
tence of subsection (a) and 
who qualifies for retired pay 
under any provision of title 
10, United States Code, ex- 
cept chapter 67 thereof; or 

(2) from the monthly com- 
en of an officer who 

as received readjustment 
payments under the second 
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EXISTING LAW 


(d) Under regulations prescribed 


by the appropriate Secretary 
which regulations shall be as uni- 
form as practicable, a member of 
@ reserve component who is on 
active duty and is within two 
years of qualifying for retired pay, 
retirement pay, or retainer pay 
under any purely military retire- 
ment system, shall not be involun- 
tarily separated from that duty 
before he qualifies for that pay 
unless his separation is approved 
by the appropriate Secretary. 


THE BILL 


sentence of subsection (a) and 
who qualifies for compenss- 
tion under any law admin- 
istered by the Veterans’ Ad- 
ministration for a disability 
incurred during a period for 
which he has received that 
readjustment payment; 
an amount sufficient to recover, 
during the life expectancy of the 
officer, that part of the readjust- f 
ment payment based on service 
perme after June 30, 1959. 
owever, the deduction may not 
be more, in any one month, than 
25 per centum of the officer’s 
monthly compensation. There 
shall be deducted from any sever- 
ance pay to which an officer who 
has received readjustment pay- 
ments under the second sentence 
of subsection (a) is entitled under 
section 1212, 3303(d)(3), 3786(b), 
6382(c), 6383(f), 6384(b), 8303(d) 
(3), or 8786(b) of title 10, United 
States Code, an amount equal to 
that received as readjustment pay- 
ments. However, in place of the f 
deduction described above, a re- 
serve officer who has received re- 
adjustment payments under the 
second sentence of subsection (a) 
may elect to have deducted, from 
the years of service with which he 
would otherwise be credited in 
determining his eligibility for re- 
tired pay and in computing the 
amount of his retired pay, all 
periods for which he received read- 
justment payments under that 
sentence.’’; and 
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EXISTING LAW 


(e) A member of a reserve com- 
ponent who an the effective date 
of this section is serving on active 
duty under an agreement author- 
ized by section 235 of this Act, 
and who is involuntarily released 
from active duty before completing 
his agreed term of service, may 
elect, in lieu of separation payment 
under that section, to receive 
readjustment pay under this sec- 
tion. 

(f) Any payments accruing to a 
person under this section shall be 
reduced by the amount of any 
payment previously received by 
that person under this section, 
unless he has already refunded the 

rior payment to the United 

tates. If he has refunded the 
earlier ayment, the period 
covered by the earlier payment 
shall be considered as a period for 
which no payment has been made 
under this Act. 

(g) A person who receives read- 
justment pay under this section is 
not entitled to mustering-out pay 
under the Mustering Out Payment 
Act of 1944 or under the Veterans’ 
Readjustment Assistance Act of 
1952. 

(h) For the purpose of this 
section, the term “involuntary 
release” shall include release under 
conditions wherein a member of a 
reserve component, who has com- 
pleted a tour of duty, volunteers 
for an additional tour of duty and 
the service concerned does not 
extend or accept the volunteer 
request of the member for the 
additional tour. 


THE BILL 


(5) by repealing subsections (e) 
nd (h). 


a 


Sec. 5. Except with the consent 
of that member and the Secretary 
concerned, section 679 of title 10, 
United States Code, as amended 
by this Act, does not apply to any 
member who, on the effective date 
of this Act, has not served the full 
term of his agreement, entered 
into before that date, to serve a 
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EXISTING LAW 


THE BILL 


specified minimum period of active 
duty. However, upon completing 
that period of active duty, he is 
thereafter subject to that section, 
as amended by this Act. 

Sec. 6. During the one-year 
period following the date of enact- 
ment of this Act, the actions 
otherwise required by section 679 
(a) (Ist sentence) and (c) of title 
10, United States Code, are per- 
missive and not mandatory. 
However, each reserve officer serv- 
ing on active duty (other than for 
training) on that date, and who 
is determined to be qualified by 
the Secretary concerned and is 
otherwise eligible for a contract 
under that section, shall, if he has 
at least 14, but less than 18, years 
of active service as an officer and 
does not decline to serve under a 
contract or is not tendered an ap- 
pointment as a regular officer of 
the armed force concerned, be 
considered to have accepted and 
to be serving under a contract 
under that section of such dura- 
tion to enable him to complete the 
amount of service required to 
qualify him for retirement under 
section 1293, 3911, 6323, 6327, or 
8911 of title 10, United States 
Code, or section 232 of title 14, 
United States Code. Section 
680(a)(2) of title 10, United States 
Code, does not apply to an officer 
covered by this section if he is 
twice passed-over for promotion 
to any grade. 

Sec. 7. Section 679(b) of title 
10, United States Code, does not 
require an agreement to be made 
with a person who, before the date 
of enactment of this Act, has 
agreed to serve on active duty as 
& reserve commissioned officer for 
a period of at least three years 
upon being appointed as a com- 
missioned officer. Such a person 
shall, for the purposes of section 
679 and 680 of title 10, United 
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EXISTING LAW THE BILL 


States Code, and section 1016 of 
title 50, United States Code, be 
considered as having made an 
agreement under section 679 of 
title 10, United States Code, for 
the period he so agreed to serve in 
excess of two years. 


O 
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AMENDING CHAPTER 13 OF THE BANKRUPTCY ACT 


Marca 10, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 2237] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 2237) to amend chapter 13, “Wage Earners Plans,” of the 
Bankruptcy Act, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


HISTORY OF LEGISLATION 


This legislation passed the House in the 2d session of the 85th Con- 

ess on August 18, 1958. It was referred to the Senate Judiciary 

ommittee, but it was then late in the session and that committee 
took no action in the matter. 

There follows the report of this committee in the 85th Congress, 


(H. Rept. 2590, 85th Cong., 2d sess.] 
PURPOSE 


The purpose of this bill is to eliminate the monetary limitation on 
the availability to debtors of chapter XIII of the Bankruptcy Act. 
The bill also provides flexibility in the commissions to be awarded the 
trustee in these proceedings. 

Cost 


No cost to the United States is involved. 


RECOMMENDATIONS OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference of 
the United States and embodies their recommendations. 
84006 


AMENDING CHAPTER 13 OF THE BANKRUPTCY ACT 


GENERAL STATEMENT 


Chapter XIII of the Bankruptcy Act provides a method by which 
wage earners, as defined in that chapter, may meet creditors’ claims 
without resorting to a straight bankruptcy proceeding. In a chapter 
XIII plan, the debtor does not seek to escape his obligations, but 
instead seeks sufficient time and a systematic method for paying his 
debts. 

Under present law, to be eligible for a chapter XIII proceeding, the 
debtor must be an individual ‘‘who works for wages, salary, or hire at 
a rate of compensation which, when added to his other income, does 
not exceed $5,000 per year.” That amount was established in 1950 
when the 8lst Congress raised this jurisdictional limitation from 
$3,600 (H.R. 9284, 8ist Cong., 2d sess. (1950)). 

The committee believes that chapter XIII provides a highly desir- 
able method for dealing with the financial difficulties of individuals. 
It creates an equitable ‘and feasible way for the honest and conscien- 
tious debtor to pay off his debts rather than having them discharged 
in bankruptcy. ‘The power of the court to change the amount and 
maturity of installment payments without affecting the aggregate 
amount of such payments makes chapter XIII particularly applicable 
to the present-day financial problems generated by heavy installment 
buying. 

In view of the purpose of chapter XIIT and its commendable results 
for both debtor and creditor, the committee can see no point in 
restricting its availability to those earning under $5,000 a year. This 
bill w ould eliminate that monetary limitation and make chapter XIII 
available to an insolvent debtor regardless of his total income. 

Section 2 of the bill amends section 659(3) to allow the court to 
fix the commissions of the trustee in chapter XIII cases at ‘“‘not more 
than” 5 percent of the payments made in behalf of the debtor instead 
of the fixed 5 percent now authorized. As a result of encouragement 
by the Bankruptcy Division of the Administrative Office of the United 
States Courts, there is now a far greater volume of chapter XIII pro- 
ceedings in some areas than there had been previously. The result is 
that in those areas the total income to the trustee under a fixed 
5-percent commission would be excessive. On the other hand, in 
some areas chapter XIII proceedings are not widely used and a com- 
mission less than 5 percent might well be inadequate. In changing 
the 5-percent rate to a maximum rather than a fixed amount, this 
bill provides the flexibility necessary to meet a variety of situations 
which arise in the administration of the act. 

The communication from the Administrative Office of the United 
States Courts embodying the recommendations of the Judicial Con- 
ference is appended hereto. 


Aprit 18, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: I have the honor to transmit for the con- 
sideration of the House of Representatives of the United States, a 
bill to amend sections 606(8) and 659(3) of chapter XIII (“Wage 
Earners’ Plans’) of the Bankruptcy Act (11 U.S.C. 1006(8) and 
1059(3)). 





Pet peter. 
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Section 606(8) now limits the use of chapter XIII to wage earners 
whose total income does not exceed $5,000 a year. The bill would 
remove this limitation. It is believed that the wage-earner plan 
should be available equally to all whose principal income is derived 
from salaries, wages, or commissions. 

The proposed amendme nt of section 606(8) reads as follows: 

“(8) ‘wage earner’ shall mean an individual whose principal income 
is derived from w ages, salary, or commissions.” 

Section 2 of the bill amends section 659(3) so as to fix the commis- 
sions of the trustee in chapter XIII cases at ‘‘not more than’’ 5 percent 
upon the payments made on behalf of the debtor instead of the straight 
5 percent now authorized. This would permit the court to adjust 
downward the allowances to the chapter XIII trustee where a large 
volume of such cases is handled. 

The proposed amendment of section 659(3) reads as follows: 

“‘(3) an additional fee for the referees’ salary fund, to be graduated 
and charged in the manner outlined in paragraph (2) of subdivision 
c of section 40 of this Act, and to be ¢ -omputed upon the amount of the 
payments actually made by or for a debtor under the plan; and com- 
missions to the trustee of not more than 5 per centum to be computed 
upon and payable out of the payments actually made by or for a debtor 
under the plan;” 

Section 3 makes the above amendments applicable to cases filed 
subsequent to the enactment of the bill. 

These amendments were recommended by the Committee on 
Bankruptcy Administration of the Judicial Conference of the United 
States ae were approved by the Conference at its March 1958 
meeting, with the recommendation that they be enacted into law. 

Sincerely yours, 
W. L. Exuis, Acting Director. 


The Judicial Conference, by letter of February 16, 1959, to the 
Speaker of the House of Representatives, again recommended the 
enactment of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic: 

Section 606 (8) oF THE BANKRUPTCY AcT 


* * * * * * * 


[(8) ‘wage earner” shall mean an individual who works for wages, 
salary, or hire at a rate of compensation which, when added to his 
other income, does not exceed $5,000 per year.] 

(8) “wage earner” shall mean an individual whose principal income 
is derived from wages, salary or commissions. 
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Section 659 (3) or THE BANKRUPTCY AcT 
” ~ * . + *” * 


[(3) an additional fee for the referees’ salary fund, to be graduated 
and charged in the manner outlined in paragraph (2) of subdivision c 
of section 40 of this Act, and to be computed upon the amount of the 
payments actually made by or for a debtor under the plan; and 
commissions to the trustee of 5 per centum to be computed upon and 
payable out of the payments actually made by or for a debtor under 
the plan;] 

(3) an additional fee for the referees’ salary fund, to be graduated and 
charged in the manner outlined in paragraph (2) of subdivision e of 
section 40 of this Act, and to be computed upon the amount of the payments 
actually made by or for a debtor under the plan; and commissions to the 
trustee of not more than 5 per centum to be computed upon and payable 
out of the payments actually made by or for a debtor under the plan; 


* > * * * * a 


O 
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INCREASING TO 7 YEARS THE PERIOD IN WHICH CONSTRUCTION 
SHALL COMMENCE ON CERTAIN RIGHTS-OF-WAY ACQUIRED ON 
ANY OF THE FEDERAL-AID HIGHWAY SYSTEMS 


Marcs 10, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Fatton, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H.R. 4695] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 4695) to amend section 108(a) of title 23 of the United States 
Code to increase the period in which actual construction shall com- 
mence on rights-of-way acquired in anticipation of such construction 
from 5 years to 7 years, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to amend subsection (a) of section 108 
of title 23 of the United States Code to increase from 5 to 7 years the 
period in which construction must be commenced on rights-of-way 
which are acquired in anticipation of use with funds made available 
for expenditure on the Federal-Aid Highway Systems. The bill 
further provides that such 7-year period shall be applicable with 
respect to agreements entered into before the date of enactment of the 
bill, which agreements in accordance with existing law presently 
provide for 5-year periods. 


GENERAL STATEMENT 


Section 108(a) of title 23 of the United States Code requires that 
where Federal-aid funds participate in the advance acquisition of 
rights-of-way— 

the agreement between the Secretary of Commerce and the 
State highway department for the reimbursement of the 
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cost of such rights-of-way shall provide for the actual con- 
struction of a road on such rights-of-way within a period 
not exceeding 5 years following the fiscal year in which such 
request is made. 





Testimony was presented to the committee in the 85th Congress in 
connection with the consideration of H.R. 10426, 85th Congress (a 
similar bill), to the effect that State highway departments are ham- 
pered by the 5-year limitation on the acquisition of rights-of-way prior 
to construction. 

The American Association of State Highway Officials and the Bu- 
reau of Public Roads have indicated that the ac quisition of rights-of- 
way in advance of construction is desirable in that it enables the 
State highway departments to plan and construct highways without 
unnecessary delays. However, if the period between the advance of 
funds to enable acquisition in anticipation of future needs and the 
time the construction on such rights-of-way is required is not suffi- 
cient, the benefits which would otherwise accrue from such a procedure 
would be lost. 

Hearings were held by the committee in the 85th Congress, at which 
time representatives of the Bureau of Public Roads were heard who 
clarified for the committee the question as to when the present 5-year 
period commences and the proposed 7-year period would commence, 
as well as the time when such periods would terminate according to 
present Bureau administrative interpretation. ‘The period begins on 
the first day of the fiscal year following the fiscal year in which the 

request is made and would terminate 7 years thereafter. Under the 

present Bureau of Public Roads interpretation the request is not 
formally made until a firm agreement is entered into with the State. 
When a State is awarded a contract for the construction of a section 
of the highway, including structures thereon, upon a reasonable por- 
tion of the right -of-way covered by the right-of-way project agreement 
and has proceeded with sufficient actual work to give visual evidence 
thereof at the construction site, such work would be sufficient evidence 
of the State’s good faith, intention, and plan to proceed without 
delay and in an orderly manner to complete construction of the 
highway upon the entire length of the right-of-way covered by the 
right-of-way project agreement. 

In order to be sure that there is no question in the case of existing 
agreements, section 2 of the bill, H.R. 4695, provides that every right- 
of-way project agreement entered into before the date of enactment 
of the bill under section 110(a) of the Federal-Aid Highway Act of 
1956 or section 108(a) of title 23 of the United States Code shall be 
deemed to provide for construction within a period of 7 years follow- 
ing the fiscal year in which the request is made, rather than within 
the 5-year period which the agreements actually provide. 

Enactment of the legislation would involve no additional expendi- 
ture of Federal funds and the committee vote to report H.R. 4695 
was unanimous. 

AGENCY COMMENTS 


The following agency comments were made with respect to H.R. 
10426, 85th Congress, a bill which was reported favorably in such 
Congress. The committee believes these comments would be equally 
applicable with respect to H.R. 4695. 
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THE SECRETARY OF COMMERCE, 
Washington, D.C., June 12, 1958. 
Hon. Cuarues A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is in reply to your request for the views 
of this Department on H.R. 10426, a bill to provide that the Federal- 
Aid Highway Act of 1956 (Public Law 627, 84th Cong., ch. 462, 2d 
sess.) shall be amended to increase the period in which actual construc- 
tion shall commence on rights-of-way acquired in anticipation of such 
construction from 5 years to 7 years following the fiscal year in which 
such request is made. 

The bill would increase from 5 to 7 years the period within which 
construction must commence on rights-of-way which are acquired in 
anticipation of use with funds advanced under section 110(a) of the 
Federal-Aid Highway Act of 1956. 

The acquisition of rights-of-way in advance of construction is 
desirable in that it enables the State highway departments to plan 
and construct highways without unnecessary delays. However, if the 
period between the advance of funds to enable acquisition in anticipa- 
tion of future needs and the time the construction on such rights-of- 
way is required is not sufficient, the benefits which would otherwise 
accrue from such a procedure would be lost. Although experience in 
the 2 years since the enactment of this provision has not been suffi- 
cient to indicate whether the 5-year period is adequate, it is our belief 
that 7 years constitutes a reasonable period and will facilitate the 
planning and construction of the Interstate System. 

For the foregoing reasons, the Department would interpose no 
objection to the enactment of H.R. 10426. 

The Bureau of the Budget has advised that it would interpose 
no objection to the submission of this report to your committee. 

Sincerely yours, 
SincLatR WEEKS, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 108(a) or Tirte 23, Unirep States Cope 


§ 108. Advance acquisition of rights-of-way 

(a) For the purpose of facilitating the acquisition of rights-of- 
way on any of the Federal-aid highway systems, including the In- 
terstate Svstem, in the most expeditious and economical manner, and 
recognizing that the acquisition of rights-of-way requires lengthy 
planning and negotiations if it is to be done at a reasonable cost, the 
Secretary, upon ‘the request of the State highway department, is au- 
thorized to make available the funds apportioned to any State for 
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expenditure on any of the Federal-aid highway systems, including 
the Interstate System, for acquisition of rights-of-way, in anticipa- 
tion of construction and under such rules and regulations as the Sec- 
retary may prescribe. The agreement between the Secretary and the 
State highway department for the reimbursement of the cost of such 
rights-of-way shall provide for the actual construction of a road on 
such rights-of-way within a period not exceeding [five] seven years 
following the fiscal year in which such request is made. 


O 
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CONSIDERATION OF H.R. 1 


Marcay10, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Mappsn, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 202] 


The Committee on Rules, having had under consideration House 
Resolution 202, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H.R. 3293 


Marcu 10, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Bouurna, from the Committee on Rules, submitted the following 


> 
REPORT 
[To accompany H. Res. 203] 
The Committee on Rules, having had under consideration House 


Resolution 203, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H.R. 3368 


Marca 10, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Devaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 204] 


The Committee on Rules, having had under consideration House 
Resolution 204, report the same to the House with the recommenda- 
tion that the resolution do pass. 





O 
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CONSIDERATION OF H.R. 4221 


Marcu 10, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. O’Nettt, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 205] 


The Committee on Rules, having had under consideration House 
Resolution 205, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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